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SUBJECT: SENATE CALLS ON LOWER HOUSE TO REVOKE VAT IN ENTIRETY; 
APPROVES THREE INTERNATIONAL ACCORDS 

CINCPAC FOR POLAD 

REF: A) SAIGON 14821; B) SAIGON A-144, JULY 27, 1973 

1. REF A REPORTED AUGUST 16 SENATE EXTRAORDINARY SESSION 
WHICH DEBATED ECONOMIC SITUATION, ESPECIALLY THE VALUE ADDED 
TAX (VAT) WHICH ON AUGUST 9 HAD BEEN AMENDED BY PRESIDENT 
THIEU BY PRESIDENTIAL DECREE. (IT WILL BE RECALLED THAT VAT 
WAS PROMULGATED UNDER THE PRESIDENT SPECIAL POWERS AS DL 035 OF 
DECEMBER 21, 1972, AND IMPOSED ON JULY 1, 1973. REF B DISCUSSED 
CURRENT ECONOMIC PROBLEMS AND THE CONFUSION WHICH FOLLOWED THE 
IMPOSITION OF THE VAT.) ON AUGUST 16, VARIOUS OPPOSITION 
SENATORS BITTERLY CRITICIZED THE IMPOSITION OF VAT IN 
PRINCIPLE BUT AGREED TO POSTPONE ACTION ON THE MATTER TO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 SAIGON 15185 221212Z 

A LATER SESSION. 
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2. ON AUGUST 22 THE SENATE MET AGAIN AND CONSIDERED TWO 
PROPOSALS: TO SEND AN OFFICIAL REQUEST TO THE LOWER HOUSE 
TO PASS LEGISLATION WHICH WOULD IN EFFECT ACCOMPLISH 
THROUGH REGULAR LEGISLATIVE PROCEDURES THE AMENDMENTS WHICH 
THE PRESIDENT PROMULGATED BY DECREE ON AUGUST 9; AND A 
PROPOSAL TO SEND TO THE LOWER HOUSE AN OFFICIAL REQUEST TO 
PASS LEGISLATION REVOKING VAT IN ITS ENTIRETY. THE SECOND 
PROPOSAL, INTRODUCED BY 1 1 SENATORS AND PUSHED VIGOROUSLY 

BY SENATORS VU VAN MAU AND NGUYEN VAN CHUC, WAS APPROVED 
BY A VOTE OF 22 OF 38 SENATORS PRESENT. 

3. THE PROPOSAL ADOPTED BY THE SENATE, NOTING THAT RECENT 
EXECUTIVE MEASURES CONCERNING TAXATION, ESPECIALLY THE 
IMPOSITION OF VAT, HAVE CAUSED "SERIOUS DISORDER AND 
CONFUSION IN THE NATIONAL ECONOMY AND MADE THE PEOPLE 
MISERABLE... DEMANDS THAT THE LH MEET IN EMERGENCY 
SESSION AND VOTE ON THE FOLLOWING BILL." APPENDED IS A 
BILL TOTALLY ABOLISHING DL 035. 

4. IN EFFECT, THE SENATE, AS IS ITS RIGHT, IS INTRODUCING 
THIS LEGISLATION IN THE LH. WE UNDERSTAND THAT THE LH 
COUNCIL OF COMMITTEE CHAIRMAN WILL MEET AUGUST 27 TO 
DISCUSS THE SENATE ACTION. THERE IS NO PARTICULAR 
TIMEFRAME WITHIN WHICH THE LH MUST ACT. THE EXECUTIVE 
EXERTS A GREAT DEAL MORE INFLUENCE IN THE LH THAN THE 
SENATE, AND IT IS LIKELY THAT THE SENATE MEASURE WILL BE 
BURIED IN COMMITTEE. IF BROUGHT TO A VOTE, IT WOULD ALMOST 
CERTAINLY BE DEFEATED. 

5. IN OTHER ACTION AUGUST 22, THE SENATE: 

A) RATIFIED THE HAGUE CONVENTION ON AIRCRAFT HIJACKING; 

B) RATIFIED A COMMERCIAL AIR AGREEMENT WITH CAMBODIA: 

C) APPROVED CERTAIN CHANGES IN THE IATA STATUTE. 

6. COMMENT: THE SENATE ACTIOON ON VAT REFLECTS THE 
GENERAL CONCERN OVER THE ECONOMIC SITUATION, AND ALSO THE 
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DESIRE OF SOME OF THE OUTGOING OPPOSITION SENATORS (CHUC 
BEING AN EXAMPLE) TO GET IN SOME LAST LICKS AT THE 
EXECUTIVE. IT IS DOUBTFUL THAT IT WILL HAVE ANY 
SUBSTANTIVE EFFECT. 

MARTIN 
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